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Iy decr General Tonovan:

The defeat of Japsen mezns that the basis for the I$hL7 Sudret
sugnested in ny letier of July 17 must be revised., In this detter
: I am indicating the principles thet should govern the 1947 Tudget as
the first restwor peacetinme budset ond alse the criteriz on vhich sur-
plemental estimates for fisegal year 1946 should be based.

It will not be clear for scme tine vhot nidlitory arrrerriaticns will
be required in fiscel year 14Lh7. The size of cur remcetine military
\ establishmcnt hzz not been determined., It ds zlfe uncerisin zc to how
leng it w211 be decirable to retzin some wortinc conirols in the intercsts
of eccnomic stability. In view of thcece unecertainlices, no chonpe is r.ade
in the time of the cubrission of the 1$L7 estinates z= sl ferih in rarae-
groch 2 of Rudret Bulletin 19hh-LS:ll.
i I
! Arrroprialions bcoded Wiizitionod Defense’ or tliationnl Delensc fetive
ftiecc® 1211 be diseentimicd in {ised year 15L7. Activities widch should
be continued in I9L7 ond vhich ere now finonced fron these scercos, sheuld |
be provided for under thic proper repular zriropriaticu.

Consideraiion will mot be riven to estimates for now ocliviiics for -
vhich no basis exists in legislaiion.

In reviewing budgret propesids for 19247 the Burizy vill be gpuided by
the overriding concideraiion that the prime obiectives of doicotic ypolicy
are to sci the staje for full enrlojment ofter the vor and e continve the
trends of secizl and ccononic rregress vhich were interryg icd durins the
var. The follovins prineiylces Eil therslere zrylv:.

- 1. Zstizcies feor ICLT chould not eontosirlate ibe copoysien of The
’ present peacetine nelivities of Lhe arences unlese such eomansicn can
be fully jusiified as centributing te the recenversion proccas snd ihe
cansicn ¢f indusiry and trade,

2. Sincc dclerred privete demand will still Be hirh in fisesl yeor
26L7, estinates for ruthericed rublic construction and imrreveunt Lro-
frass shomle be Mirited to Whisse for thich there is the procicosd civiZiszn
need, both fron ihc sitondioint ¢f seconemic return ond sceipl benefit.

- Tnese rrejecis vhich wewld impede the fleu of naoteriaic ond noryexr Yo
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Trivate industry insefar as possible should be deferred until a later yesr.
Consideration vill be given to estimabes for rlonning and investigztions
of suthorizcd public uorks projects for future dndtiation.

3., ¥%Wclfare and benefii prograns noy be inereased in zcecordance with
needs.

L. lecessuary supplies and cquipment should be acguired to the
fullest extent possible from Qovermment surpluses. Any agency having
supplies and ecquipment in excess of iis needs 17111 be expected o declare
ither surplus promptly.

5. Estimates should be based on a L0-hour woricieelh throurhout the
Coverment,

Supplenental Estimates for 1946

The trensition from war to peace ney noesssdLoke theé submissicon of =

linited muber of serilencntal ectdnates for 19L6. Suppleizntery requests
for the follow:n: purposcs vill be given concidercition If authorized urdc

existineg lesislation:

1, To rroviée for inercased ocutlays for beth benefits and adninis-
trative exyeonses under the viriows cdistinr benedit rrogrons - such aos
unciflomicnl compensation, social securily, voeatiencl rchabilitotion,
ard ethers relatine to veterans.

2. To yrovide for the crpansien of Goverm.cnt servicos ihers it con

be fully doonstrated ihat such expensien is nccescory to feelliicte the
reconversion of industry and the reloen¥ion of the libor Terce.

3¢ In the drmedichte postusr period ectincics for cmithierized pabklic
vorks rrojects shenld be lindtied te those fer which there is ke rrociest
civilien necd, both from the stondroint of ceonciic raturn snd socigd
benefit, “he volunie of Federal construetion durips ilis pordod sheuld not
be temiitted to interfeose with {he constructicn zud conversion of faeili-
tics needed by imustry thich 1821 provide posiucr jobs.

Le To provide inercased ylanmins funis fer autherized Tederal public
workS. . =

5. 7o coniinue necessary Governient functions ubdich sre new Iinancod
threurh funds which 1011 cecse to bo available before the end of fiscal
yeor 19h6.

6. Tc rrovide for the liguidotion of a~onelfes crezted by Cenrress
which expire before the end of fisczl year 19L&,
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7. To provide for increased costs under the Federsl Far fct. Such
requests should be deferred until Decaber for Qction by Coz:g:ress in the
third guarter of the fisczl yezr. - -

I sheould ‘.lso 1ike to have included in your letters transitiing
your Ladret ecidunates for 18LT and supplencntals fer 19L6, ste tements
*...:Lch #1) outline and explain briefly the rlzns on vhich the estinates
for your sgency are based. These sictedents should cover the broad
z:olicics folloved ond exploin iy the estirmcies gubmitted are necessary
te carry ferward those roliciss. Such statetents uill sive the Burcan =z
general picture of the objectives you sesk to achieve ...nd_ hov you esfpect
to achicve thea. They will not talze the place of the detailed justifica-
tlen for each estinate. Should zou belicve that ceria’n activities
reguired by statute should not be crrried cn, thot fact should be broupht
oul znd drofis of aprrorriste legislotion should be subiditied menddng
the rrovisions of lau involved. -

Very truly yours,

s/ Herold ¥. Srith

Director

l.ajor Cenercl t :..__,.u.x J. Donovan . -
Dircector . . . - i
Office of strate;;c Scrvices ) .
Vashingtor:, D. C.



